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Bafore the
FEDERAL COMMUNICATIONS COMMISBION
Washington, DC 20554 :

In the Matter of

f P
Implementation of Section 301(j) CS Docket No. 96-57.

of the Telecommunications Act of 1996

Aggregation of Equipment Costs
By Cable Operators

The New York State Department of Public Service
("NYSDPS") submits these initial comments in respohﬁegto thq
Notice of Proposed Rulemaking ("NPRM") in this dockéf;v.ay-tgii
rulemaking, the Commission seeks to implement Sectigpjﬁbi(i)xof
the Telecommunications Act of 1996 which would proviﬁﬁLC@ﬁié
operators with greater flexibility to establish mdnfﬁly'rdtég for
leased equipment than generally exists under the COmmiéiibh'§ -
rules. NYSDPS agrees with the Commission's tentatiqu;conclusiéhs#
including, particularly, that Congress did not intghdiﬁbrtcaﬁlé “
operators to have the same degree of flexibility féf?éétaﬁl##hing\
monthly rates for equipment that is used by subs¢ri§§t§[who
receive only the basic service tier ("BST") or ro:‘4s§g5;¢sﬁ1nq
cable instaliation charges. |

Discussion

The Commission's existing rules in Section. 76.923
implement Section 623(b) (3) of the Communications Ac;@fa;.&ﬁéndpdi
in 1992, by requiring. inter alia, that a cable 6pq§ét6r'; K
establish monthly rates for "each significantly difggggnt»type@'

of remote control unit, converter box and other .customer .



receiving only the BST as hereinafter discussed, a cablc operator
may choose to have fewer saparate equipment rates by aggrdgatimg
costs for all equipment units that serve the same primary purpeuc
and for a larger number of units reflccting a reqion af the
company's operations or the entire company. The eff.ct of '
aggregating capital costs of equipment this way (assuming no
change in the repair component) is likely to be somg~;nc;qage.?n.
the monthly rates charged subscriberé for older, léi#ﬁf"  S
sophisticatad remocte control units and convarters dgétbomiwﬁ;t;
lower rates for the newer more advanced equipment. |

An explicit exception to the liberalized‘éd§£
aggregation opportunities under the new statute applies to
"equipment used by subscribers who receivs cnly a rate regulated
basic service tier.” This exceptlon is consistent with the 
intent of Congress in enacting the rate provisionsfﬁf;thaflsszi
Act to provide for a low cost basic service and withjyoliCiésa:
pursued by the Commission in certain rate settiemgﬁ?ﬁ&Qt@@m&ﬁtﬁ,
where cable operators agreed to reduce monthly ratééifbf thé~B§T.
below otherwise permitted amounts. (Sae, e.g., Iimg_ﬂg:agx
Social Contract) We believe the Commission's decision to treat
separately all equipment used by BST only subscribersfisﬁa
reasonable one under the circumstances and should be: adopted :I%
this regard, we suggest that the rules require the cable operatof
to identify, on an annual basis when it files Form 1205 the |

number of units in each broad category of remote control unitm or

converter boxes that were actually used by BST onlyssubsquhers

. _3..



equipnent. Commigsion rules also require monthly 1eas¢d rates to
include tho avoraga annual ncost of servicing or ropairing :
oquipment baced on the average time required and a:gompanyls;;
hourly service charge. Thus, the monthly leased ratgs?tqﬁ
cquipment include twa components: the capital cost of ‘the
cquipment and the average cost of repalring or serVicihd'ﬁhe T
cquipment. The repair component is determined by référcnce to
the came hourly service charge that a company must'uséﬁfbr,‘
establishing ingtallation charges. |

Section 301(j} amends Section 623 by addiﬁgqglﬁlw .
paragraph (7) to cubdivision (a) which provides that: .

"ftlhc Commission shall allnw cable

operators,. . .to aggregate, on a franchlse,

systom, regional or coempany level, their =~

equipment costs into bhroad categorles, such"™
as converter boxes, reqgardless of the Varylnq

levels of functlonality of the equipment.

within each broad category. Such aggrngatlnh -

shall not be permitted with respect to . . .

equipment used by cubgcribers who receiva

only a rate regulated basic service tier.™
The Commission is directed to revise its regulatlons wlthln 120
days tc implement the new provisions.

This new section requires cable operators to have the
discretion to establish the cost component of equip@éﬁt'rateé én
a broader basis than under the existing rules. In:;nQLpast, in
New York State, some cable operators established éeparate‘monthly;
rates for up to three types of remote control units -and gsiﬁa?y/*
or more, types of converter boxes. Costs were genefaiiy ‘
aggregated at the system level. Under the proposed rile, and

except for such equipment as may be used by a subsc;;ber



during the reporting period and to detarmine the annual costs forf
such units based on ‘the lowest cost units in each broad aquipmenté
category. . .
The Commission has tentatively concludqdltﬁég~c9ng?cés_f
did not intend to allow cable operators the same diséfétidn %o |
aggregate costs for installation charges at the higher reqional
or company levels. NYSDPS concurs with the cOmnisﬂion's rcadlnq |
of the statute in this regard. Currently, these coats goneqalfy.
reflect system specific factors and they can vary significantly
within a company. They should not be freely aggregated at a
higher level. We can agree, however, that in the cantcxt of the f
statutory change, it is appropriate to permit cable operators io ;
aggregate their costs for installation charges for a specific ‘
service area whenever an operator can demonstrate that the |
relevant costs within such area are substantially similar,'anérq%
is a reasonable basis for this proposal in that iniﬁ§1iatioﬁ.aﬁdli
labor costs tend to vary more frequently than equipﬁ§§t<gosﬁs #uté
nct necessarily on a system basis. | -
In reviewing the proposed amendments to Ségtioni .
76.923(0)(2) we find what appears to be an inédverﬁﬁht_qxrqﬁ'ié
the paragraph entitled "Basic Service Tier Only Eqﬁ#ﬁ@énﬁ,"ijhef
last sentence in the paragraph should either be daig;éa ehtire;y :
or changed to read as follows: "“Costs for each sigh}ficéntiy‘;
different type of egquipment used by subscribers whq1féCeivé§on;y‘

a rate regulated basic service tier shall not be avgr&ge§ with



the costs of any other scignificantly different tyquéﬁﬁbqﬁipnant
used by Lhe same subccribers.” o

Finally, ac a general matter, we suggest that the .
Commission rocview the propnsed rule and changes in. the Form 12@5
instructions in order to en=ura that the diftercntyquionﬁ
(including limitations) for aggregating equipment cﬁéts and qﬁéts;
fur installation are claarly distinguished and that'tﬁé“cabie ;
vperator must clecarly identify tha options it chaoéz;fwhen |

justifying its cquipment rates.
conclugion

NYSDP3 supports the tentative conn1usionsfaf'the

Commission as described herein,

Respectfully submittqd;.,.

—Maureen O. Helmer
General Counasel
New York State Department
of Public BService
Three Empire State Plaza
Albany, NY 12223 :
(518) 474-2510

‘

John L. Grow
Of Counsel
Dated: April 12, 1996



